DOCUMENTS EXPEDITING 


[COMMITTEE PRINT NO. 2] 


MATERIAL RELATING TO AUTHORIZATION FOR 
CONSTRUCTION OF THE EKLUTNA PROJECT, ALASKA 


ComMITTEE ON INTERIOR AND INSULAR AFFAIRS 
Hovust or REPRESENTATIVES, 
Washi qto D ( Vlareh ye | 153 
Hon. A. L. MILLER, 
Chairman, Committee on Interior and Insular Affairs. 
House of Representat es, Was! ngton, D 6 
Dear Mr. CuHartrMan: On Wednesday, March 4, 1953. we will 
commence hearings on H. R. 1374, a bill to amend section 6 of the 
act of July 31, 1950 (64 Stat. 382), relating to authorization for con- 
struction by the Secretary of the Interior of the Eklutna project, 
Alaska. 
The witnesses scheduled to appear are as follows 
Goodrich W. Lineweaver, Assistant Commissioner, Bureau of 
Reclamation, Harvey F. MePhail; Assistant Commissioner, 
Jureau of Reclamation, Grant Bloodgood, chief construction 
engineer, Bureau of Reclamation 
Since this is a complicated subject on which we have already held 
extensive hearings, | have asked the committee staff to assemble the 
pertinent documents in our files for ready reference by the members 
of our committee. | suggest that these documents be made available 
in the form of a committee print 
The documents are as follows: 


1. Letter of March 2, 1953, from Secretary of the Int 
committee chairman, A. L. Miller, Member of Congr 
Letter of February 20, 1953, from Assistant Secretary of 
Aandahl, to subcommittee chairman, John P. Saylor, mber o ngress 
Letter of January 21, 1953, from Michael W. Strau ioner of 
Reclamation, to subcommittee chairman, John P avlor, ember of 
Congress. 
Memorandum of December 4, 1952, from James Kk arr, consultant on 
irrigation and reclamation, to E. L. Bartlett, Delegate from Alaska 
Letter of October 8, 1952, from Vernon D. Northrop, Acting cretary of the 
Interior, to John R. Murdock, Member of Congress 
Letter of October 2, 1952, from D. Otis Beasley, Assistant tarv of the 
Interior, to Hon. Lindsay C. Warren, Comptroller General 
Letter of September 12, 1952, from Vernon D. Northrop ing Secretary 
of the Interior, to Hon. Lindsay C. Warren, Comptroller 
Letter of September 12, 1952, from Lindsay C. Warren, Comptroller General, 
to Secretary of the Interior, Oscar L. Chapmar 
Letter of September 5, 1952, from subcommittee chairman, Clair Engle, 
Member of Congress, to Oscar L. Chapman, Secretary of the Interior 
10. Letter of September 5, 1952, from subcommittee chairman, Clair Engle, 
Member of Congress, to Lindsay C. Warren, Comptroller General 
11. Letter of August 22, 1952, from Lindsay C. Warren, C troller General, to 
subcommittee chairman, Clair Kkngle, Member of Cor 
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Letter of August 12, 1952, from Charles G. Murray, Assistant Attorney 


General, to subcommittee chairman, Clair Kngle, Member of Congress. 
13. Memorandum of June 20, 1952, from William H. Hackett and James Kk. 
Carr, committee consultants, to John P. Saylor, Member of Congress 


Sincerely yours 
> 
JoHn P. SAYLor, 
(Chairman, Subcommittee OI Territories and if SULT Possessions. 


DOCUMENT No. | 


DrPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 2, 1958. 


CHAIRMAN, COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Hlouse of Repre sentative ¢. 
Washington PS. 2) 

My Drar Mr. CuarrmMan: On October 8, 1952, we wrote to the 
chairmen of the Interior and Insular Affairs Committees of the 
Senate and House of Representatives, and to the chairmen of the 
Interior Department Appropriations Subcommittees, to report on 
developments since the close of the last session of the Congress 
affecting the Exlutna project of the Bureau of Reclamation in Alaska. 
That letter included a number of enclosures, including an exchange 
of correspondence with the Comptroller General by which we had 
obtained advance clearance for a procedure which avoided a major 
disruption of the Eklatna project construction schedule pending an 
opportunity for the Congress to take appropriate action concerning 
the project. This procedure involved negotiating change orders with 
two of our contractors eliminating from the contracts certain major 
work items separable in their nature, not scheduled for performance 
during the current fiscal vear, and for which no funds had been allotted, 
so that the face value of all awarded contracts on the project would be 
within the sum of $20,365,400 authorized to be appropriated by the 
act of July 31, 1950 

This letter is to report to you and to your committee the fact that 
conditions encountered on the project recently necessitated recourse 
again to the same procedure 

Under the contract with Palmer Constructors for construction of 
the Eklutna tunnel, which is the largest contract of the Eklutna 
project, provision is made in the specifications for disposing of water 
encountered in the tunnel by means of pumping at unit prices bid by 
the contractor per million gallons pumped. The quantities of water 
encountered since November 7, 1952, in the portion of the tunnel 
being constructed from the outlet side have far exceeded those antici- 
pated when the present provision for handling water was incorporated 
in the specifications, and no work at the downstream end of the tunnel 
has been possible since that date. Present indications are that water 
in such large quantities will have to be handled throughout the remain- 
der of the construction of the downstream portion of the tunnel. 
It is proposed to construct a drainage channel in the bottom of the 
portion of the tannel being constructed from the outlet side to handle 
this water in leu of pumping. The contractor indicated a willing- 
ness to accept as compensation for the work involved in constructing 
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the drainage channel, payment at the applicable unit) prices which 
he had bid for comparable items of work in the contract. This will 
result in an estimated additional cost to the Government on account 
of the drainage channel of $1,479,606 

After considering thorough!y all a spects of the proble m the Bureau 
of Reclamation determined that the proposed steps were necessary 
and in the Government’s interest. It also was essential that the 
change be made immediately so that the work at the outlet heading 
of the tunnel could proceed without jeopardizing the possibility of 
completion of the project on an = ‘rly sche — dependent, of course 
upon timely and favorable action by the Congress on the matter of 
the amount authorized to be appropriated te the project. The flow 
of water, which has prevented any work at the outlet heading since 
November 7 has stabilized, and prompt action has been needed in 
order to maintain schedules, minimize construction costs, and avoid 
loss of power revenues because of delayed completion Accordingly 
the Bureau has taken steps to effect the contract change with Palmer 
Constructors. 

In order that the face amount of all outstanding contracts will not 
exceed the amount of $20,365,400 referred to in Public Law 628, 
Slst Congress, there is simultaneousls being effected an additional 
change in the tunnel contract reducing the quantity of tunnel ex- 
cavation not scheduled for performance during the current fiscal 
year and for which no funds have been allotted, thereby effecting a 
reduction in the contract face value offsetting the increase in contract 
cost due to the drainage channel. The Government retains an option 
to reinstate this work at bid prices at any time prior to May 1, 1953, 
in the event the Congress takes action enabling continuation of the 
project beyond the present limitation on amounts authorized to be 
appropriated. 

Although the estimated additional cost to the Government on 
account of the drainage channel is $1,479,600, and that figure is used 
elsewhere in this letter in this connection, the cost of that portion of 
the drainage channel included in the change order discussed herein 
will be somewhat less than that figure, probably about $1,250,000 
The explanation is that inasmuch as approximately 3,700 feet of 
tunnel excavation is eliminated in order to avoid an increase in the 
face value of the contract, construction of the drainage channel in 
that reach of tunnel is not included in the present change order. It 
will be included in an order when and if the other work is reinstated 
in the contract. 

The succeeding paragraphs of this letter outline briefly the con- 
siderations which led to the determination that these recent contract 
changes were immediately necessary and I in the Government’s interest. 
As mentioned above, construction of a drainage channel in lieu of 
pumping will result in an estimated cost to the Government of 
$1,479,600. However, on the basis of present estimates of water to 
be encountered in the downstream portion of the tunnel during the 
remaining construction period, pumping costs alone under the present 
contract provisions (requiring payment of $100 per million gallons for 
handling the water by pumping), would amount to $1,800,000. This 
expense of $1,800,000 for disposing of the water assumes that the con- 
tractor would be able to complete the job by pumping, an assumption 
that may be regarded as doubtful in view of the volume of water 








{ MATERIAL RELATING TO THE EKLUTNA PROJECT, ALASKA 


encountered. In this connection, work had to cease on November 7, 
the pumping equipment and facilities which the contractor had pro- 
vided being unable to cope with the greatly increased flows. The 
prospective cost increase because of the water of at least $1,800,000, 
added to other costs and power revenue losses to be expected if the 
contractor were required to handle the water by pumping, due in part 
to inevitable slowdown in construction progress occasioned thereby, 
would together amount to a sum far in excess of the $1,479,600 cost 
of the drainage channel. 

The Bureau of Reclamation also determined that by indicating a 
willingness to construct the drainage channel at the applicable unit 
prices which he had bid for comparable items of work in the contract 
the contractor will share in the cost of constructing the drainage chan- 
nel to the extent of $400,000, since it will be substantially more ex- 
pensive to excavate the drainage channel now in the 4,500 feet of 
tunnel already excavated than it would have been had the drainage 
channel been excavated at the same time as the tunnel section. This 
constitutes a concession equal to the benefits to be received by the 
contractor for the proposed change. It was recognized that certain 
benefits will be realized by the contractor under the change. The 
greatest advantage will be that delays from large flows of water en- 
countered in the future will be minimized. There will also be some 
savings from reduction in the amount of cleanup required during 
tunnel construction. Moreover. as the contractor 1s willing, if the 
channel is constructed in lieu of pumping, to assume all responsibility 
for handling any flows of water that may be encountered at the outlet 
end of the tunnel, there will be eliminated the possibility of any future 
claims in connection with handling water on the basis of changed con- 
ditions. Payment for pumping will be made, however, during the 
period the drainage channel is being constructed up to the present 
heading. 

The tunnel is being constructed simultaneously from the inlet 
as well as the outlet end. Up to the present, no unusual water 
problem like that in the outlet portion has been encountered in the 
construction from the inlet end. The changes made in the con- 
tract and the estimate of costs given in this letter all have reference 
to the water problem at the outlet end only, except that the Govern- 
ment has the right to direct the contractor to discontinue work 
at the inlet heading at any time pumping costs at that end exceed 
the cost of advancing the drainage channel from the outlet heading 
beyond the point now contemplated. All work would then go 
forward only from the outlet side. If an excessive volume of water 
should be encountered at the inlet side, necessitating either greatly 
increased pumping or an advance of the drainage channel beyond 
the point now considered necessary, the project cost would increase 
accordingly. It should be noted, however, that the drainage channel 
now contemplated to be necessary, and to which the estimate of 
$1,479,600 is applicable, would be constructed in approximately 70 
percent of the total tunnel length. 

This report is being made to the chairmen of the Senate and 
House Committees on Interior and Insular Affairs, and to the Senate 
and House Interior Department Appropriations Subcommittees. 
As reported in our letter of October 8, 1952, the Department is 
drafting legislation with provisions similar to H. R. 7609, 82d Con- 
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gress, for consideration by the Executive Office of the President 
and, if approved, for submission to the Congress early in the present 
session. 
Sincerely yours, 
a Dovetas McKay 
Secretary of the Interior 


DocumENt No. 2 


DrPARTMENT OF THE INTERIOI 
OFFICE OF THE SECRETARY 
Washing fo 25, D ( Feb uary LU, 1955 
Hon. Joun P. Saytor, 
House of Representatives, 
Washingt m 26, D. 

My Dear Mr. Saytor: By letter dated January 21, 1953, replying 
to your letter of January 3, the Bureau of Reclamation sent you a 
copy of the Eklutna project definite plan report and advised you that 
it was being revised, and that a revised copy would be sent you as 
soon as revision was completed. The enclosed definite plan report 
supersedes the one sent you by our letter of January 21. 

You also requested a copy of the Alaska Reconnaissance Report 
which was not available. We are enclosing a copy of this report now 
printed as House Document 197, 82d Congress, Ist session, which we 
have just received 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary for Water and Power Deve lopment. 


DocuMENT No. 3 


DEPARTMENT OF THE | 
sSUREAU OF Ri 
Washington 25. D. ¢ January 1. 1963 
Hon. Joun P. Saytor, 
Tlouse of Re prese ntatives. 
Washington 25, D.C 

My Dear Mr. Saytor: Your letter of January puested « es Ol 

the Interior Department’s 1948 report on Alaska, a rv of theo ny 

report on the Eklutna project, and a copy of the latest definite plan 
report on the Eklutna project 


The report on Alaska vhich is a reconnaissance of the water re- 
sources of the Territory is being printed as House Dov nent Q7 
82d Congress. Copies are promised by the Government Printing Off 
within the next few davs, and we will send a co to your office st 
as soon as one is availabli Copies of the o planning report on 
the Iklutna project and of the latest definite plan report on that 
project are enclosed The definite plan report shows the estima ed 
cost of the project at S55,.S00 000 nanticipated dillicuities ¢ ring 
the past several months in connection with the construction of the 


tunnel for the Eklutna project have resulted in a further increase of 
the estimated cost of the project by about 1% million dollars, raising 
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the presently estimated cost of the project to $35,300,000. This has 


ome about because the quantities ol water encountered in the portion 
of the tunnel being constructed from the outlet side have far exceeded 


| il 
expectations The Secretary of the Interior is sending a lette 
explaining the increase in detail to the chairman of your committee 

The definite plan report is being revised to show the changed costs 
and related pav-oul analysis and a copy will be sent tO VOU as SOON as 
it is completed, which I anti Ipate will be about Feb: lary | 


Sincerely yours, 
MicuagL W. Srraus, Commissione 


DocumMENT No. 4 


DECEMBER 4, 1952 


MEMORANDUM 


To: Hon. E. L. Bartlett, Delegate from Alaska 
Krom: James K. Carr, consultant on irrigation and reclamation 
Subjeet: Eklutna hydroelectric project, near Anchorage, Alaska. 

In response to your request there follows a summary of information 
concerning the Eklutna project problems which have been the subject 
of hearings before the Subcommittee on Irrigation and Reclamation 
in the 82d Congress 

The question before the Congress ts: 


_ | a pro oO 10 


nit comp ) ( ( ru 1O 


Some important facts regarding the project are briefly as follows: 


Py . S20, 365. 400 
Rots : la 19. S61. 400 
| . rizat ic 35, 000, OOO 
| . 33. S00. OOO 
| ilu mitracts awarded as ¢ yu 2, 1902 23, 022, 698 
\ i i 

INT VIO 

f ' i id ( < 52 19. 308, Is 


More information on the above facts follows 


PRESENT UTHORIZATION 


Public Law 628. Sist Congress. approved July 31. 1950 (64 Stat 
2) authorized appropriation of funds for construction of the project 


in the amount of $20.365.400. 
APPROPRIATIONS TO DATI 


\ppropriations to date have amounted to $19,861,400 These ap- 


propriations were made as follows 


1951 Supplemental Appropriation Act, dated Sept. 27, 1950 (Publie 

La S43 Rist ( yr Id se S1, 100, 000 
1952 Appre itlo \ lated A 31, 1951 (P La 136, S2d 

c ‘et 5. 761. 400 
1953 Appropriat Act, dated J 9, 1952 (Publie Law 470, 82d 

Cong.. 2d sess 13, OOO, OOO 


rota nie 19, S61, 400 
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PRESENT COST ESTIMATI 


The Department's latest estimate of cost for the project is $33 
800,000, an increase of approximately $13,400,000 over the original 
estimate. (This increase is explained more in detail in Commissioner 
Straus’ letter of September 28, 1951, to Chairman Murdock and a 
memorandum to Representative Savlor by Messrs. Hackett and Carr 
dated June 20, 1952 


REQUESTED AUTHORIZATION 


H. R. 7609, 82d Congress, was a bill to enlarge the authorization 
for the project in an amount “not to exceed $35,000,000." Hearings 
were held on April 30, May 14, May 15, and June 2,1952. No action 
was taken on the bill prior to adjournment pending receipt of opinions 
from the Comptroller General and the Attorney General regarding 
possible violations of the law because contracts had been awarded with 
a total face value in excess of the oongressional authorization of 
$20,365,400. 


QUESTIONS RAISED BY THE SUBCOMMITTEI 


At the request of the subcommittee Chairman Engle sent similat 
letters to Attorney General MecGranery and Comptroller General 
Warren asking about possible violations of the law and the effect, if 
any, on the contracts that had been awarded 

In his letter of August 12, 1952, Assistant Attorney General Charles 
B. Murray said: 

there is no basis for criminal action either under { 665 of 


i ol 
United States Code, or anv other penal statute 


In his reply of August 22, 1952, the Comptroller General answered 
five questions from Mr. Engle’s letter of June 16, 1952. Among 
other things the Comptroller General said: 


* anv contracts for the constr tion of the project hic vould result it 
its approved cost being exeeeded are violation of sectic 3732, Revised Statutes 
It has been held that contracts made in violation of secti 3732, Revised Statutes, 


are null and void 


The decision of the Comptroller General made it necessary for the 
Department to stop work on contracts in force or reduce the face 
value of the contracts to an amount under the $20,365,400 authorized 
by Public Law 628, SIst Congress. 


SOLUTION TO PROBLEM OF EXCESSIVE CONTRACTS 


In his letter of October 8, 1952, Acting Secretary of the Interior 
Northrop informed Chairman Murdock that such an adjustment had 
been made by reducing’ the tunnel contract with Palmer Constructors 
in the net amount of $3,574,355 and the power plant contract with 
Rue Contracting Co. in the amount of $690,212 The total reduction 
was $4,264,567, making the face value of the contracts on October 8, 
1952 (after adjustment , equa! to $19,358,131. This is approximately 
$1 million less than the congressional authorization. The Comptroller 
General was informed ahead of time of this procedure and said there 
was no legal objection. See par. 4, p. 2 Northrop’s letter of October 
8, 1952. 


Copies of the aforementioned letters are available in the committee 


files. 
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DocuMENT No. 5 


DiPARIMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., October 8, 1952. 
Hon. Joun R. Murpock, 
Ho ise of Repi sentatives 
Washington 05 D. ¢ 

Miy Dear Mr. Murvpock: This letter is to report to vou and to the 
committer developments in revard to the Eklutna project of the 
Bureau of Reclamation in Alaska, since the close of the last session of 
the Congress 

As vou no doubt know, as a result of inquiries propounded to him 
by Chairman Engle, of the Irrigation and Reclamation Subcommittee, 
while it was considering H. R. 7609, the Comptroller General advised 
the subcommittee through Mr. Engle on August 22 that only those 
contracts on the Eklutna project that had been awarded prior to the 
time when the total face amount of all contracts had reached the sum 
of $20,365,400 were in full force and effect \ copy of the Comptrol- 
ler General’s letter of August 22 to Representative Engle Is enclosed 
Inasmuch as several contracts resulting in a total face value exceeding 
that amount had been awarded in good faith prior to the Comptroller 
General's advice to Representative Engle, abandonment of which 
would seriously disrupt the project-construction schedule and lead to 
substantial losses and possib , claims, every effort was made to find a 
means, compatible with the Comptroller General's letter, of avoiding 
such disruption pending an opportunity for further congressional 
consideration of the Eklutna project. Such a means was found, 
involving a reduction in the face amount of two contracts through the 
elimination of a portion of the required work. After clearing the 
proposal in advance with the Comptroller General, the necessary 
negotiations with the contractors were carried through successfully. 

On September 28, 1951, in response to your inquiry of September 20, 
Commissioner Straus wrote to inform you of award of the largest single 
contract required, that for construction of the Eklutna tunnel, to the 
Palmer Constructors. That contract was in the amount of $17,348.,- 
865 and the letter advised that it was apparent that the total cost of 
the completed Kklutna project would be substantially In excess of 
$20,365,400, the sum referred to in Public Law 628 Eighty-first Con- 
gress. The revised estimate of total project cost was $33,800,000. 

On Jan lary 4, 1952, on the oceasion of the award of contracts for 
furnishing tubines and generators for the Eklutna power plant 
Commissioner Straus again wrote to keep your committee abreast 
of significant developments. It was pointed out in the enclosures to 
that letter that, in addition to the fact that the total cost of the 
project would exceed the original estimate of $20,365,400 specified 1 
the authorizing act, the aggregate of face values of contracts in effect 
would also exceed that amount with the caogsr of the turbine and 
generator contracts. It was e xpl: ained that by standard provisions in 
Reclamation’s contracts the liability of the Eracoraialed is made 
conting rent u pon appropri: 1t10ONs by the (‘ons Cress, SO th: nt the (iove rmn- 
ment’s liability would not exceed the amount of actual appropriations. 
Meanwhile progress on project construction, to fulfill the congressional 
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direction that the Eklutna project be built, was sacrificed, and 
full opportunity remained for consideration by the Congress. 

During the House hearings on the fiscal year 08 3 Interior Depart- 
ment appropriation bill full details on the above matters were presented 
to the subeommittee and appear in the record. With this complete 
information at hand, the Congress again expressed its intent that 
project construction should proceed, by prov iding the full $13,000,000 
that was requested in the President’s budget for fiscal vear 1953. 

Upon receipt of a copy of the Comptroller General’s letter it was 
apparent that very serious consequences would result from a possible 
abandonment of all contracts that had be en awarded after the agegre- 
gate of the face value of contracts had reached $20,365,400. There- 
fore, we felt that the public interest rene best be served by continuing 
with the construction schedule for the time being, if possible, and we 
immediately considered means of avoiding a major disruption of the 
project-construction schedule while fully meeting the requirements of 
the Comptroller General’s letter to Representative Engle. Mr. Engle 
also was of the view, expressed in a letter he addressed to Comptroller 
General Warren on September 5, that it would be very desirable if 
at all possib le to continue with construction for the present, pending 
opportunity for further congressional action. A copy of Representa- 
tive Engle’s letter, and of his letter of transmittal to this Department 
of the same date, are enclosed 

On September 12, 1952, we proposed a possible solution to the 
Comptroller General. Briefly summarized, the proposal was that 
the face values of existing contracts be reduced by an amount suffi- 
cient to bring the aggregate amount of all contracts in force below 
the sum of $20,365,400 by negotiating with the contractors for the 
deletion of items of work not scheduled to be performed during the 
present fiscal year, or items which could be deferred without serious 
consequences to the program. The Comptroller General, in his 
reply of the same date, advised that there was no legal objection to 
proceeding as outlined in the September 12 letter. Copies of the 
September 12 exchange of communications are enclosed 

We are happy to be able to inform you that the objective of main- 
taining an orderly, continuing work schedule has been achieved in 
accordance with the proposal discussed in the September 12 exchange 
of correspondence with the Comptroller General. Thus there will be 
enabled compliance with the expectation of the Congress, as exempli- 
fied by its action in appropriating funds at the end of the last session 
to meet anticipated contractors’ earnings during the current fiscal 
year, that construction should continue on schedule 

The necessary reductions in the face amount of outstanding con- 
tracts are embraced within the attached change orders, one issued to 
and accepted by Palmer Constructors covering deletions in the tunnel 
contract in the net amount of $3,574,355; the other issued to and 
accepted by the Rue Contracting Co covering deletions in the power- 
plant contract in the amount of $690,212. It proved to be imprae- 
ticable to make all of the necessary reductions in the tunnel contract 
alone because closer examination of the situation revealed that such 
a course would have resulted both in a serious delay in current work 
performance and in exorbitant expense to the United States because 
of the disproportionate part of the contractor’s plant that would have 
been affected and for which payment would have had to be made 


27992 =92 ) 
o0225—00———<z 
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In each change order, the contractor has agreed to a reservation 
by the United States, unilaterally, of a right to reinstate eliminated 
items at original bid prices in the event the Congress takes action 
resulting in continuation of the project. This right must be exercised 
not later than May 1, 1953, in the case of the tunnel contract and 
not later than July 1, 1953, in the case of the power-plant contract. 
These dates were insisted upon by the respective contractors because 
delay beyond such dates would necessitate an additional construction 
season for completion of the work with a consequent increase in costs 
The changes in the tunnel contract necessitate certain payments to 
the contractor, the sum of $3,574,355 referred to above being the 
net amount of the reduction after taking account of these payments. 
An exercise by the United States of its unilateral right, within the 
time limit set therefor, will carry with it an almost complete refunding 
to the Government of the payments made. For the amount that 
would not be refunded, the United States will have received value 
in the form of the concrete plant, the value of which is considered to 
be more than equal to the sum that the contractor would retain. — It 
will be apparent from a review of the change orders that expense to 
the Government has been kept to a minimum. This could not have 
been accomplished without the wholehearted cooperation of the 
contractors involved. Simultaneously with the effectuation of the 
change orders, notice to proceed was issued to the Rue Contracting 
Co 

With these reductions in contract amounts, the aggregate amount 
of all contracts is now well within the amount of $20,365,400, and we 
have achieved the objective of maintaining an orderly, continuing 
work schedule without disruption of work already under contract, 
until the Congress has had the opportunity to take action. It also 
will be possible within the figure of $20,365,400 to proceed with a 
limited number of scheduled future awards of contracts necessary to 
support the prime contracts, and to maintain the scheduled date for 
availability of power from the project. Scheduled contracts not 
essential to the continuation of work on existing prime contracts, or 
to the maintenance of dates for delivery of power, will be deferred, 
to be awarded only in the event the Congress takes appropriate action. 
We are planning to have legislation to the same end as H. R. 7609 
ready for congressional consideration at the opening of the Eightvy- 
third Congress. 

A report on the entire matter is being made to the Comptroller 
General. For your complete information a copy of that report is 
attached, with all enclosures. 

Sincerely yours, 
Vernon D. Norrurop, 
Acting Secretary of the Interior 
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DocumMENT No. 6 


DeEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington D5 , D ( . October os 1952. 
Hon. Linpsay C. WARREN 
Comptroller General of the United States, 
Vi ashington 25. D. ¢ 
My Dear Mr. Warren: Our exchange of letters dated September 
12 concerning the Eklutna project dealt with a proposal which would 
avoid a major disruption in the project-construction schedule, pending 
an opportunity for the eo to give further consideration to the 
matter. We are happy to be able to inform you that we have now 
made appropriate sedsietinei in the face amount of the nid and 
power-plant contracts, through the issuance of orders for changes, 
so that the objective of maintaining an orderly, continuing work 
schedule has been achieved in accordance with our September 12 
exchange of correspondence. 
In vour letter of August 22 to Representative Engle, also on the 
subject of the Ek ject, the statement is made that 





The execution of contracts for the partial construction of a projeet, when it is 
known that the project cannot be completed within the authorized cost thereof 
appears to constitute a breach of faith by a department or ageney of the Govern- 


ment with the Congress 


By stating this proposition as a generalization you have recognized, 
I am sure, that its applicability to any particular case is dependent 
upon the circumstances in which the agency in question took the action 
and upon the steps taken by the agency to keep the Congress, through 
its appropriate committees, fully and currently informed. 

I am attaching hereto copies of correspondence in September of 
1951 and January of 1952 with the respective chairmen of the House 
and Senate Committees on Interior and Insular Affairs and with the 
respective chairmen of the Interior Department Subcommittees of the 
House and Senate Committees on Appropriations. By these letters 
these committees of the Congress were fully and currently apprised 
of the action of the Department and of the circumstances which led 
the Department to conclude at that time that the action it was taking 
was in the public interest and in accordance with the desires of the 
Congress. 

In addition to these letter presentations of the facts, full disclosure 
of the situation was made in testimony by the Bureau of Reclamation 
before the House Interior Appropriations Subcommittee on January 
22, 1952, in the course of the subcommittee’s consideration of our 
appropriation request for the fiscal year 1953. That disclosure 
appears at pages 806-823 inclusive of part 5 of the printed House 
hearings on Interior Department appropriations for fiseal year 1953 
Of particular interest in this connection is the colloquy at page 823 
concerning the need for timely delivery of power from the project to 
meet defense needs. 

These letters and the proceedings before the appropriations subcom- 
mittee demonstrate clearly, it seems to us, that there is no basis in this 
case for the applicability of the generalization to which I have referred 
On the contrary, they seem to us to establish that the Department has 
in all of its actions kept faith with the Congress. Moreover, the action 
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of the Congress in appropriating funds to meet contractors earnings 
during this fiscal year in the continuation of an orderly construction 
program, an action taken with sae knowledge of the cost and contract 
situation, itself indicates that the Congress does not regard the action 
cy anereclearnypcapeg nce yr Pr 

The Department is notifying Senators O’ Mahoney and Hayden and 
Ri presentlatives \lurdock, Kirw: an, and Enele ot the recent de velop- 
ments with respect to the Eklutna project in order that the interested 
congressional committees and subcommittees may be kept informed 


accordance with the policy which Secretary Chapman has consistently 
} 


followed 

May I, in closing, express the appreciation of the Department for 
the prompt consideration which you accorded to our pore ‘rv of Septem- 
ber 12 and which enabled us to make all necessary arrangements to 
continue construction of the project with a maximum 2 dispatch and 
at a minimum of cost 

Sincerely yours, 
D. Orts BEASLEY, 
Assistant Secretary of the Interior 


Doct MENT No. 7 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Wash ington oS. DC. Se ple mber 12, 1952. 


Hon. Linpsay C. WarREN, 
Comptroller General of the United States. 
Washington D6 , dD. Cc. 

My Dear Mr. Warren: The Secretary of the Interior has been 
furnished by the Honorable Clair Engle, Chairman of the Subeom- 
mittee on Irrigation and Reclamation of the House Committee on 
Interior and Insular Affairs, with a copy of your letter of August 22 
to him. Your letter replied to certain questions which were raised 
in his letter of June 16. These inquiries concerned various contracts 
for construction of the Eklutna project, Alaska, which officials of the 
Department of the Interior have entered into on behalf of the United 
States 

Representatives of this Department have discussed informally with 
Mr. Fisher, your General Counsel, a proposal which this Department 
believes would meet fully the requirements of vour letter of August 
22; would be reasonable of accomplishment within the scope of our 
administrative responsibility; and, taking account of all present cir- 
cumstances, would best accord with the public interest pending further 
action > the Congress 

Briefly, it is our plan to take up with the contractor for the tunnel 
the ek pal construction feature of the project—the matter of elim- 
inating from its contract certain major work items separable in their 
nature, which are not scheduled for performance during the current 
fiscal year and for which no funds have been allotted, together with 
certain other items of work now scheduled for ~ ‘formance in this 
fiscal year but of such nature that they can be deferred without 
serious consequence. By elimination of the work items indicated and 
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the resulting reduction in the face value of that contract, Phere face 
value of all awarded contracts would be within the sum of $20,365,400 
authorized to be appropriated by the act of July 31, 1950 ‘No addi- 
tional contracts would be contemplated for award except such as are 
essential to the maintenance of the current construction schedule and 
would not exceed the amount authorized to be appropriated. 

It is our best administrative judgment that notwithstanding a 
possible higher cost for the ultimate completion of the tunnel alone 
under this plan, the overall advantage to the Government, financial 
and otherwise, would exceed the costs of substantial disruption, claims, 
delay, and potentially higher costs that would likely attend the stop- 
and-start process in relation to the contracts affected. 


Under our proposal, major ci ruption of the project construction 
schedule would be avoided pending an opportunity for the Congress, 
after its return in January, to take appropriate action concerning the 
project. Also, our proposal is consistent with the recent action of the 


Congress in appropriating an additional $13 million for continuation 
of the Eklutna project construction schedule, with knowledge of 
current estimates of total cost. 

Should the present construction schedule for the Eklutna project 
be substantially disrupted, the effects would be delay Ih the orderly 
completion of the project, in furnishing electrical energy for an area 
where it is badly needed for defense and other urgent purposes, and 
in the return to the Treasury of project costs from the sale of energy 
Such disruption would also increase the final cost of the project by 
prolonging the period during which overhead and other similar costs 
a incurred and by requiring the readvertising of th» part of the 
work affected with the likelihood that the new bids would be higher 
than those that have already been accepted. In this connection, the 
accepted bid for construction of the powerhouse was some $450,000 
below our engineers’ estimate and some $300,000 below tl 





he next low 
bid. In this case alone a substantially higher cost can be anticipated 
upon a readvertisement. It is also e ntire ly likely that such disruption 
would lead to a number of contractors’ claims against the Government 
in the courts, or, at the very least, to a number of private relief bills 
in the next session of Congress. 

Based on the discussion mentioned above, it is our understanding 
that your office would not be required to object to continuation of 
project construction as proposed. We would greatly appreciate 
your confirmation of this understanding at your early convenience 

Sincerely yours, 
— VerNON D. Nortrurop, 
Acting Secretary of the Interior 


DocumENT No. 8 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Wash ington 25, Se pte mber 12, 1952. 
The honorable, the SecRETARY OF THE INTERIOR 
My Dear Mr. Secretary: I have your letter of September 12, 
1952, with reference to my letter of August 22, to Hon. Clair Engle 
chairman of the Subcommittee on Irrigation and Reclamation, Com- 








14. MATERIAL RELATING TO THE EKLUTNA PROJECT, ALASKA 


mittee on Interior and Insular Affairs, concerning the Eklutna project 
in Alaska. 

In the letter of August 22, to Mr. Engle, it was stated that all con- 
tracts which did not exceed the amount authorized for ig taney 
of the project were in full force and effect. Likewise, should there be 
a reduction in the cost of the tunnel contract on the basis indicated 
in vour letter, all contracts awarded which did not exceed the 
authorized costs of the project would be in full force and effect. 

Whether and to what extent, within the authorized cost of the 
project and the amount appropriated therefor, you should proceed 
with this project is a matter for administrative determination and one 
on which I express no opinion. So far as this Office is concerned, 
however, there is no legal objection to proceeding as outlined in you! 
letter of September LZ. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States 


Document No. 9 


C‘ONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Wash ington, dD t;.. Be pte mbe r 5. 1952? 
Hon. Oscar L. CHAPMAN, 
The Secretary of the Interior, 
Li partment of the Interior, 
Wash ington, Dd. e. 

My Dear Mr. Secretary: Since transmitting to vou on August 26 
a copy of a letter dated August 22 which I received from the Comp- 
troller General in my capacity as chairman of the Subcommittee on 
Irrigation and Eadumetion of the Committee on Interior and Insular 
Affairs, I have talked with Assistant Secretary Beasley, Assistant 
Commissioner Lineweaver of the Bureau of Reclamation, and mem- 
bers of their staffs about the effects which the Comptroller General’s 
letter might have upon continued construction of the Eklutna project, 
Alaska. I have also had several conversations with Mr. Fisher, the 
General Counsel of the General Accounting Office about this matter. 
You understand, of course, that I have not been able to consult with 
my colleagues on the Interior and Insular Affairs Committee and was, 
therefore, able to speak only as a very interested individual Member 
of Congress 

fam particularly impressed with the fact that the Congress, in the 
closing days of the last session, included in the appropriation for con- 
struction by the Bureau of Reclamation moneys which are sufficient, 
or more than sufficient, to finance all anticipated contractor’s earnings 
on the Eklutna project during the fiscal vear. It has occurred to me 
that, if it is possib le to do so, it woul | be wise and good business for the 
Government to continue this work until such time as our committe: 
has had a reasonable opportunity to take up the question of increasing 
the amounts authorized to be appropriated for the Eklutna project 
when the Congress reconvenes in January, 

My conversations with the General ¢ ‘ounsel of the General Account 
ing Office lead me to believe that a working arrangement can prob 
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ably be made between the Department of the Interior and the General 
Accounting Office which will permit this to be done on the basis of 
existing allotments of available appropriations to existing contracts 
and with the understanding that no new contracts, except such as may 
be absolutely required to suppport the present contracts, are awarded. 

Attached is a copy of a letter [ have just written to (he Comptroller 
General on this matter. 

I am leaving Washington this weekend. 1 will appreciate it, there- 
fore, if vou will please take this matter up with the General Account- 
ing Office directly and advise me of the outcome. 

Sincerely yours, 
Crain Encie, M.C 


DocumMENT No. 10 


CONGRESS OF THE UNITED STATES, 
Houss or REPRESENTATIVES, 
Washington, dD. C. Se pte mber 5, 195 2 
Hon. Linpsay C. WARREN, 
Comptroller General of the United States, 
General Accounting Office, Washington, D. ¢ 


My Dear Mr. Warren: Thank you for your letter of August 22 in 
which you responded to certain questions raised in my letter of June 16. 
These questions dealt with contracts for construction of the Eklutna 
project, Alaska. You came to the conclusion (as did the Attorney 
General in a letter to me dated August 12) that the Antideficiency 
Act had not been violated. You expressed the opinion, however, that 
all — in excess of $20,365,400 (the amount authorized by the 
act of July 31, 1950, to be appropriated for construction of the Eklutna 
project) are ‘ “null and void’? under R. S. 3732 

Having received your reply, I felt it my duty, in my capacity as 
chairman of the Subcommittee on Irrigation and Reclamation of the 
Committee on Interior and Insular Affairs, to inquire what the prac- 
tical effect of your conclusions would be upon the interests of the Gov- 
ernment. To this end I furnished copies of your letter to the Depart- 
ment of the Interior. 

It occurs to me that the contracts in question reasonably could be 
treated not as null and void ab initio but as voidable at the election of 
the Government. My recollection is that ‘‘void’’ has often been used 
by the courts as the equivalent of ‘“‘voidable.’’ This, in any event, is 
what the contracts really are by virtue of the contingent-on-appropria- 
tions clause contained in each of them. 

I am advised that taking the “null and void’’ theory expounded 
in your letter literally and on the assumption that, ios purposes of 
testing whether there has been a violation of R. S. 3732, it is only 
the stated value of our standing contracts which must a considered, 
there are now outstanding seven principal “null and void’ contracts 
having a face value of $3,356,234. The assumption just referred to 
appears to be in full accord with vour letter and with the decision in 
Sutton v. United States (256 U.S. 575). While your letter is clea 
that face value of contracts, exclusive of other related indirect ann 
provides the basis for determining a violation of R. S. 3732, if other 
costs to date were to be regarded for this purpose, seven additional 
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principal contracts would be placed in the “null and void”’ category 
One of these additional contracts would be the $17-million-plus tunne! 
contract 

The Interior Department spokesmen have advised me that the 
contractors are engaged on work under all of these contracts, though 
in one instance (the contract for construction of the powerhouse 
work is proceeding without a notice to proceed having been given and 
with full knowledge on the part of the contractor in this case that he is 
working at his own risk. I am also informed that the Bureau of 
Reclamation has an unexpended balance of approximately $12,000,000 
from its general appropriation for construction and rehabilitation 
available for payment of earnings under the currently outstanding 
Eklutna contracts and that this is more than enough to meet all 
anticipated contractors’ earnings and other expenses during the 
current fiscal year. 

| note that the Congress subsequent to discussions in our committee 
included $13,000,000 in the schedules included in the Interior De- 
partment Appropriation Act, 1953, during the closing days of the last 
session of Congress. This raised the total amount appropriated for 
the project to $19,861,400. The fact that this appropriation was 
recommended by the Appropriations Committee with the knowled 
that the overall cost of the Eklutna project would greatly exceed a 


amount authorized to be appropriated for its construction poses, it 
seems to me, a very serious a for the Interior Department 
If the Departme nt is required 3 a result of your letter to curtail 


construction of the project without an opportunity for final disposi- 
tion by the legislative committee of the question of increasing the 
authorized appropriation, it will thereby merease the final cost of 
Eklutna by an unknown amount and will be ignoring what can co- 
gently be argued is an expression of Congress’ intention to see the 
project go forward. 

Although I have not been able to consult with my colleagues on the 
Interior and Insular Affairs Committee and am, therefore, able 
speak only as a very interested individual Member of Congress, | 
may say that these questions are of very grave concern to me. 

I am particularly concerned by the prospects that should it be 
determined to shut down or curtail the project (1) there is a likely 
prospect of contractors’ claims being brought against the Government 
or, at the very least, a number of private relief bills being introduced 
which will almost certainly have to be honored by the Congress; and 
(2) the final cost of the project may well be even more out of line 
with the original estimate than it is now. 

It would probably be in the best interest of the Government to 
permit all outstanding contracts to go forward until our committee 
has had a reasonable opportunity to study your letter and to determine 
whether it wishes to recommend an increase in the amount authorized 
to be appropriated for the Eklutna project. We should consider the 
fact that, even with the present cost estimate of $33,800,000, the 
project is entirely feasible and will pay out. Considerable weight 
can be attached to the action of the Appropriations Committees and 
the Congress in providing an additional $13,000,000 for this project 
in the Interior Department Appropriation Act only a month or so 
ago. Iam inclined to believe that this action indicates belief on the 
part of the Congress that the project should go forward in spite of the 
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fact that it is now known that it will cost more to complete than we 
have authorized to be appropriated for it 

In view of the situation as outlined above, I will appreciate learning 
from you whether, in the circumstances, you would feel required to 
object to the continuation by the Department of the Interior of all 
outstanding contracts of the Ek project until the Congress has 
had a reasonable opportunity to ¢ onsider the matte r after it reconvenes 
in January 

Sincerely vours, 





Criarir Enate, M. C. 





Document No. 11 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 22. 1952 
Hon. CLair ENGLE, 
Chairman, Subcommittee on Irrigation and Reclamation. 
Committee on Interior and Insular . i ffairs, 
um of Pe presen tatives 

My Dear Mr. Cuartrman: Reference is made to your letter of 
June 16, 1952, acknowledged July 1, concerning certain questions 
which have arisen in connection with contracts entered into by the 
Department of the Interior for the construction of the Ek 
in the Territory of Alaska. 

Public Law 628, Sist Congress, approved July 31, 1950 (64 Stat 
382), authorized the Secret: ry of the Interior, ee such agency of 
his Department as designated by him, to construct ' project sub- 
stantially in accordance with plans and recommendations adopted by 
him and on file with the Committee on Public Lands of the House and 
the Committee on Interior and Insular Affairs of the Senate at an 
estimated cost of $20,365,400. The act authorized that amount to be 
appropriated for construction of the project and in addition such sums 
as may be necessary to operate and maintain it. In the course of 
hearings on H. R. 7609, 82d Congress, which bill would have increased 
the amount authorized to be appropriated for the construction of the 
project to “not to exceed $35,000,000,” it was revealed that con- 
tracts—in which the Government’s obligation however was contingent 
and limited to amounts appropriated by the Congress— had been let 
to the extent of $23,622,698, but that notice to proceed had not been 
issued on one of these contracts in the amount of $2,579,607. Exelud- 
ing the latter sum, contracts had been let and notices to proceed 
thereon had been issued in an amount still in excess of that authorized 
to be appropriated by Public Law 628. In view of this situation, and 
as it now appears the project costs may amount to nearly $35,000,000, 
rather than $20,365,400 heretofore authorized to be appropriated, you 
request the opinion of this Office on certain ee which are set 
out below and considered in the order presented in your letter 

“(1) Whether the actions of officers or e sind the Department 
of the Interior in letting contracts for such project In excess of the 
authorized appropriation are in violation of law, and, particularly, 
whether such actions are in violation of 31 U.S. Code 665, as amended 
by Public Law 759, 8ist Congress.”’ 
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Section 3679, Revised Statutes. as amended (31 [ S. 4 Hb 


provides, in pertinent part, as follows: 


lovee of t United States shall make or authorize a 
real or authorize an obligation under any appropriation or [tl 
amount available therein; nor shall anv such officer or emy et 
in e tt Government in any contract or other obligation, for the payvme 
tior made for sucl UT pe 





The execution of contracts for the partial construction of a project 
when it is known that the project cannot be completed within th 
authorized cost thereof, appears to constitute a breach of faith by a 
department or agency of the Government with the Congress whethe1 
or not the authorized cost of the project has been exceeded. In con- 
sidering whether section 3679, Revised Statutes, has been violate: 
however, it is understood that the provisions of all of the contracts 
for the construction of the Eklutna project limit the Government 
liability thereunder not only to the availability of appropriations but 
also, to the reservation of the portion of the appropriation allocable 
to each contract. Therefore, it is not believed that such contracts are 
“for the payment of money for any purpose” within the meaning of 
that phrase as used in section 3679, Revised Statutes, until the 
appropriation and reservation of funds are made. Accordingly, it is 
not believed that section 3679, Revised Statutes, as amended, was 
violated. 

However, there also is for consideration section 3732, Revised 
Statutes, as amended (41 U.S. C. 11), which provides as follows 


act or purchase on behalf of the | ed Stat 


The contracts here involved while not in themselves binding o1 
the Government for the payment of money in contravention of sec- 
tion 3679, Revised Statutes, as amended, are nevertheless ‘‘con- 
tracts * * * on behalf of the United States’? within the meaning of 
those words as used in section 3732, Revised Statutes, quoted above. 
The contracts would appear to require the United States to permit 
the particular contractor involved to do the work provided for in 
his contract if and when an appropriation and reservation of funds 
therefor are made. Hence, any contract entered into by the Bureau 
of Reclamation with knowledge that the amount of said contract, 
when added to the total of contracts previously executed, would 
exceed the amount authorized for the project in Public Law 628, 
appears to be unauthorized as being contrary to the provisions of 
section 3732, Revised Statutes, as amended. In such connection, 
the provisions of section 3 of Public Law 628, do not authorize the 
Bureau of Reclamation to enter into contracts in an amount exceed- 
ine the sum authorized to be appropriated for the project, or $20,365,- 
£00 It has been held that contracts made in violation of sectior 


3732, Revised Statutes, are null and void (The Curtis case. 2 C. Cls 
144: 9 Op Atty Gen. 18: Sutton v. l'nited States, 256 U.S. 575 
Consequently, since contracts have been executed and notices to 
proceed issued thereunder in a total sum which exceeds the amount 


authorized for the project there uppears to be no authority fo 
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officials of the Bureau of Reclamation to issue said notice to proceed 
under the contract for $2,579,607, referred to in your letter see 
21 Op. Atty. Gen. 244.) Your first question is answered accordingly 

(2) Whether action is deemed appropriate by you pursuant to 
the provisions of subsection (1), seetion 665, title 31, U. S. C. as 
amended.” 

Since it was concluded in the reply to question 1, that such pro- 
vision of law was not violated, no action thereunder is deemed appro- 
priate. 

(3) Whether the contracts let on the Eklutna project are all 
operative and considered in full foree and effeet in the heht of the 
fact that certain of such contracts exceed the authorized appropriation 
for the Eklutna project.”’ 

As of June 5, 1952, there were in excess of 20 contracts, almost all 
of which were let to different contractors in relatively small amounts 
In comparison with the authorized cost of the project with the exeep- 


tion of the award to the Palmer Constructors for construction of the 
Eklutna tunnel, which contract was in excess of S17 000,000 Acs 
indicated above, any contracts for the construction of the projeet 
which would result in its approved cost being exceeded are in violation 
of section Siae Revised Statutes Hlowe ver, it ippears that contracts 


awarded prior to reaching this authorized cost are in full foree and 


effect 
“(4) The nature and extent of lability of the Federal Government 
on the contracts let by the Department of the Interior on the Eklutna 
project - 

As indicated above the contracts spec fically are conditioned upor 

the availability of appropriations and the reservation of funds. The 
require the contractors to perform the work and the United States to 
permit the contractors to do the work, if an appropriation and reser 
vation of funds therefor are mad If the project is abandoned, the 
lability of the United States under the contracts would be limited to 
the amount of funds which the contractors have been notified were 
reserved in the accounts of the Bureau of Reclamation for carrying 
out such contracts. 
(5) Recommendations, if any, regarding legislation which would 
prohibit the Department of the Interior from exceeding its legislative 
authority in letting contracts for the construction of a reclamation 
project.” 

To accomplish the purpose indicated by such question, it is believed 
that legislation providing that where the Congress has authorized a 
project to be constructed at a specific cost the Bureau of Reclamation 
shall not award any contracts for any part of such project until it has 
been ascertained through the solicitation of the bids that the project 
ean be completed within the limit of costs set bv the Congress 

It is trusted that the foregoing furnishes the information you 
desire. If the General Accounting Office can be of any further 
assistance, I shall be pleased to furnish the same 

Sincerely vours, 


sé 


LINDSAY C. WARREN, 
Comptroller General of the t ted States 
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DocumMENtT No. 12 


DrPARTMENT OF JUSTICI 
Washington, August 12, 1952 
Hon. CLatr ENGLE, 
Chairman. Subcommittee on Trriqation and Reclamation. 
Hlouse of Re presentati es, Washington eee 
My Dear Mr. EnGuie: This refers to your letter of June 16, 1952, 
addressed to the Attorney General, relating to a possible violation of 
law by officers and employees of the Department of the Interior in 
letting certain contracts in connection with the Eklutna project in 
Alaska 
The Criminal Division of this Department has carefully considered 
the facts in this matter in light of the applicable statutes and it has 
been concluded that there is no basis for criminal action either under 
section 665 of title 31, United States Code, or any other penal statute 
Sincerely, 
Cuaries B. Murray, 
Assistant Attor ey General 


DocumEnNtT No. 13 
MEMORANDUM 


JUNE 20, 1952. 
To: Hon. John P. Saylor, M. C 
Krom: William H. Hackett and James K. Carr. 
Subject: Eklutna Project, Comparison of Cost Estimates, H. R. 7609. 

On June 11 a meeting was called in the office of Hon. John P. Saylor 
to examine in detail the comparison of cost estimates on the Eklutna 
project, which had been submitted to the Subcommittee on Irrigation 
and Reclamation. Those present included Representative Savlor; 
C. S. Hoisington, Chief, Estimates Division, Chief Engineers Office, 
Bureau of Reclamation, Denver, Colo.; Darrell Roberts, construction 
engineer, Eklutna project, Palmer, Alaska; Jacob J. Berger, Engineer, 
Project Planning Division, Bureau of Reclamation, Washington, D.C.; 
William H. Jackett, consultant on territories, and James Kk. Carr, 
consultant on irrigation and reclamation, Committee on Interior and 
Insular Affairs. 

The material was examined over a period of more than 2 hours, 
item by item and line by line, on all of the 10 sheets of the cost esti- 
mates which were furnished by the Bureau of Reclamation at the 
request of the subcommittee The reasons for changes from the 
original estimates are shown on each sheet in the right-hand column 
Most of the changes were the result of lowering the tunnel and excea- 
vations necessary to meet foundation requirements for the Eklutna 
power plant The largest increase in cost, however, approximately 
$8 400,000, is the result of unexpected high costs resulting from defense 
activities, according to Bureau representatives 

The wide differences in the recent cost estimates show the pre- 
liminary, inadequate and apparently inaccurate nature of the original 
cost estimates on which. the project was authorized in 1950 in the 
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amount of $20,365,400. The present estimated cost of the project is 
$33,800 000 or an increase ot 60 percent 

Following is a comparison of the original and current estimates for 
contingencies, and for administration, engineering, and general 
expense: 


The information submitted shows that $7,249,986 or approximately 
21.5 percent of the total current estimate of $33,800,000 is made up 
of two items, “Contingencies” and ‘‘Administration, engineering, and 
general expense.”’? Contingencies currently amount to 11.6 percent of 
the total field cost of $29,621,400. The item, “Administration, engi- 
neering, and general expense,’’ amounts to $4,178,600 or about 12 
percent of the total current cost of $33,800,000 

WiturAM H. Hacker 
JAMES K. Carr. 


O 





